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BAUCUS
SPi [CIi BY
SENATOR MAX BAUCUS
PROCUREMENT CONFERENCE.~ MORE BUSINESS FOR MONTANA
JUNE 8, 1981
8EFORE SAYING A WORD, I WOULD LIKE TO THANK THE
MANY PEOPLE WHO HAVE HELPED MAKE THIS CONFERENCE HAPPEN ,
IT TO :,A GREAT DEAL WORK A LOT OF OOPER ION BETWEENF
MANY EEP -IN IS ING A A ES I K 0 1 A
THE RI OF NO NTION ALL H W ORK D SO HARD
TO MA S IBLE. 7fY.
-Bf I DO PARTICULARLY WANT TO MENTION DARRYL LEE AND JAN FARLOW
OF THE BUTTE LOCA DEVELOPMENT CORP., THE GREAT FALLS AREA CHAOBER
OF COMMERCE, THE rOLSON ECONOMIC DEVELOPMENT ASSOCIATION, ThE bUTTE
CHAMBER, THE ANACONDA COMMUNITY DEVELOPMENT CORP., AND THE MONTANA
CHAMBER OF COMMERCE.
IsI AM HAPPY THAT MAXINE JOHNSON Wft WILLING TO SERVE ON MY
ECONOMIC ADVISORY COMMITTEE AND AM GRATEFUL THAT SHE COULD BE HERE TODAY,
I VERY MUCH APPRECIATE THE TERRIFIC COOPERATION I RECEIVED FROM
THE INDIVIDUALS HERE REPRESENTING THE FEDERAL AGENCIES,
I WANT TO CONGRATULATE THE MAJOR COMPANIES THAT ARE HERE TODAY
FOR RECOGNIZING THAT.MONTANA FIRMS CAN HELP MEET THEIR SUB-CONTRACTING
NEEDS. WE PLAN TO MAKE IT WORTH THEIR WHILE. -.
I AM THANKFUL TO THE EFFORTS OF THESE PEOPLE AND TO THE
PRESENCE OF ALL OF YOU HERE, BECAUSE I PERSONALLY FEEL VERY
STRONGLY 'THAT MONTANA COULD PARTICIPATE FAR MORE IN MAKING OUR
COUNTRY PRODUCTIVE AGAIN AND IN CONTRIBUTING TO OUR OVERALL
GROWTH AND WELL-BEING.
MONTANA HAS ALWAYS PLAYED SUCH A ROLE, PARTICULARLY IN #M
AGRICULTURAL~gg. WE PRODUCE ENORMOUS AMOUNTS OF WHEAT AND MEAT
AND OTHER AGRICULTURAL PRODUCTS WHICH FEED NOT ONLY THE UNITED
STATES, BUT THE WORLD.
MONTANA IS AN IMPORTANT TRADING 'PARTNER IN THE WORLD. BUT
WHEN IT COMES TO THE INDUSTRIAL AND BUSINESS SECTOR, OUR SPARSE
POPULATION, OUR DISTANCE FROM MARKETS, OUR OWN PERSONAL PREFERENCES
FOR THE GOOD LIFE, CLEAN AIR, AND OLD AND SOLID VALUES MAKES US
A LITTLE DIFFERENT FROM MANY OF THE OTHER STATES.
OUR BELIEFS HAVE MADE IT TOUGH FOR US AT TIMES.
ANACONDA CHOSE TO PULL OUT OF THE STATE AND CREATE A MAJOR
UNEMPLOYMENT PROBLEM RATHER THAN ATTEMPT TO DEAL WITH OUR ENVIRONMENTAL
AND SAFETY RULES. I AM NOT CONVINCED THAT THAT WAS ESMSEY THE
REAL REASON FOR THAT ACTION, As YOU KNOW, I HAVE AGGRESSIVELY
SOUGHT OTHERS WHO MIGHT BE MORE WILLING TO RECOGNIZE WE MUST
BE PRODUCTIVE, AND YET MUST RESPECT OUR DESIRES FOR CLEAN AIR AND
A NICE ENVIRONMENT.
ALTHOUGH .IT IS STILL TOO EARLY TO TELL, I AM PLEASED BY THE
INITIAL PROGRESS WE HAVE MADE IN INTERESTING.THE TAIWAN METAL AND
MINING CORPORATION TO INVEST IN THESE PLANTS.
3.-
THEY SEEM TO THINK THAT THEY CAN MEET OUR
STANDARDS AND STILL CREATE JOBS FOR OUR PEOPLE AND PRODUCE COPPER.
IT WILL BE INTERESTING TO SEE WHAT HAPPENS. b- T
-=-2f - UBJES.,
THAT IS ONLY ONE INDUSTRY, AND ANY PLACE THAT RELIES ON
ONLY ONE INDUSTRY IS IN TROUBLE.
WE MUST DIVERSIFY' . E MUST RECOGNIZE THAT
SO MANY OF MONTANA'S BUSINESSES ARE NOT HUGE CORPORATIONS, BUT
GOOD SOLID COMPANIES RUN BY GOOD SOLID CITIZENS WHO ARE TRYING
TO MAKE A DOLLAR IN DIFFICULT ECONOMIC TIMES.
AGAIN, IT IS MY BELIEF THAT THE NEEDS OF itMP SMALL BUSINESS
COMMUNITY CAN ALSO BE MET WITHOUT COMPROMISING OUR OVERALL
PRINCIPLES IF WE AGGRESSIVELY SEEK NEW MARKETS AND NEW PRODUCTS
AND NEW INVESTMENTS.
THAT IS WHY I THOUGHT WE SHOULD ORGANIZE TODAY'S CONFERENCEi
ONE NEEDS ONLY TO LOOK AT THE STATISTICS TO SEE HOW FAR DOWN
THE LINE MONTANA STANDS IN TERMS OF GOVERNMENT CONTRACTS, OBVIOUSLY,
SPARSE POPULATION PLAYS A ROLE IN THAT AND AGAIN, PROBLEMS OF DISTANCE
ARE NOT TO BE DISMISSED LIGHTLY. BUT ON THE OTHER HAND,
TRANSPORTATION SYSTEMS HAVE REVOLUTIONIZED OUR CONCEPT OF DISTANCES
AND NO LONGER SHOULD PLAY THAT IMPORTANT A ROLE.
~j /,~/
\ ~/
THE IMPORTANT THING IS WHETHER A BUSINESS CAN PRODUCE A
GOOD PRODUCT AT A LOW ENOUGH COST TO MAKE THE PRODUCT ATTRACTIVE
AND PROVIDE A COMFORTABLE PROFIT FOR THE BUSINESSMAN OR WOMAN.
GOVERNMENT CONTRACTS ARE COMPLICATED AND AT TIMES DISCOURAGING.
ONE NEED ONLY TO LISTEN TO BUSINESSMEN WHO HAVE DEALT WITH THE
GOVERNMENT TO KNOW HOW FRUSTRATING IT CAN BE.
BUT ON THE OTHER HAND) LET'S NOT FORGET THAT AN AWFUL LOT
OF BUSINESSES DO WORK WITH THE GOVERNMENT AND DO MAKE A PROFIT
AND DO COME BACK FOR MORE. THE BOTTOM LINE IS SIMPLY THAT A
GOOD CONTRACT WITH A GOOD PRODUCT AND A GOOD BUSINESS CAN MAKE
MONEY.
SO THIS CONFERENCE .' AT LEAST WILL SENSITISE THE
AffiitW BUSINESS COMMUNITY TO OPPORTUNITIES AVAILABLE WITHIN
THE GOVERNMENT 31NOW AND HOPEFULLY, WILL ACQUAINT YO WITH
WHAT IT TAKES TO WORK WITH THE GOVERNMENT, OFTEN IT IS FEAR
OF THE UNKOWN THAT MAKES A BUSINESSMAN OR A BUSINESSWOMEN REFUSE
TO DEAL WITH 11.eE- THE GOVERNMENT. BUT IF WE
CAN ACQUAINT THE BUSINESS COMMUNITY WITH PROCEDURES AND WAYS TO
OBTAIN SUCH CONTRACTS AIT BECOMES EVIDENT THAT IT ISN'T ALL THAT
DIFFICULT AND ALL THAT TERRIFYING, EVEN IF IT DOES TAKE SOME
TIME.
IF THIS CONFERENCE SUCCEEDS IN DOING THAT, I THINK WE WILL
HAVE HAD A GOOD MEETINGS
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THAT ONE ASP T OF PRODUCTIVITY. ET UR B NESSE MOVING,
MAKE H EM AWARE F NEW OPP0RTUNITI . E .AND HO ONS
0 MO NTANA SINESS. INCLUD NEW OP,ORTU TIES. T PEOPLE
WORKING AGAIN. CR ATE JO S.
ALL T ESE THINGS E IMPORTA WE WILL D UR SHAR N
WASHI ON, TOO. THAT IS OTHER ASPE F PRODUC IVITY.
I WANT TO ASSURE YOU THAT WE ARE DEEPLY CONCERNED IN.
WASHINGTON OVER THE-t* me :TWNIU8 EMPft. OF THE U.S. ECONOMY.
BELIEVE THE ADMINISTRATION AND CONGRESS ARE DEDICATED TO THE
PROPOSAL THAT WE MUST TURN THINGS AROUND, MAKE OUR INDUSTRIES
MORE COMPETITIVE, AND RECOGNIZE THAT THE WORLD HAS SHRUNK AND
THAT WE ARE A PART OF IT.
NO LONGER CAN WE SURVIVE AND HAVE THE GOOD LIFE IF WE DO
NOT RECOGNIZE THE NEED FOR US TO BECOME PART OF THE WORLD AND
TO COMPETE WITHIN IT.
THAT MEANS WE MUST CHANGE MUCH OF THE WAY OF OUR PAST THINKING,
THINGS HAVE COME EASILY TO US AND IT DID NOT TAKE MUCH TO DEFER
TO WORLD-WIDE COMPETITORS SINCE WE CONTINUFDTO DO WELL UNDER ANY-
CIRCUMSTANCES.
NOW WE FIND OURSELVES HAMPERED.BY HUGE GOVERNMENT DEFICITS, A
TAX STRUCTURE WHICH DOES!NOT ENCOURAGE PRODUCTIVITY, TRADING
REGULATIONS WHICH RESTRICT OUR OPERATIONS, BOTH DOMESTICALLY AND
OVERSEAS.
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WE MUST TURN ALL THAT AROUND, I BELIEVE A GOOD START HAS
BEEN MADE.
LET ME DESCRIBE BRIEFLY WHAT IS HAPPENING IN THE FINANCE
COMMITTEE, WHICH AS YOU KNOW, IS THE TAX WRITING COMMITTEE OF
THE SENATE AND MY PRIMARY COMMITTEE.
WE HAVE HELD-VOLUMINOUS HEARINGS ON THE ADMINISTRATION'S
TAX PROGRAM. I BELIEVE THE GENERAL CONCLUSION IS THAT THE PROGRAM
IS WELL INTENTIONED AND DESERVES SERIOUS CONSIDERATION,
BUT I BELIEVE ALL PROGRAMS CAN BE IMPROVED UPON AND I DO
THINK THERE ARE SOME SERIOUS WEAKNESSES IN THE ADMINISTRATION'S
PROPOSALS$
I AM NOT ALONE IN THIS VIEW AND EVEN WALL STREET HAS REACTED
VERY NERVOUSLY AND UNFAVORABLY TO THE MASSIVE SIZE OF THE PERSONAL
INCOME TAX CUT PROPOSED BY THE ADMINISTRATION.
WE ARE TOLD BY ALMOST ALL ECONOMISTS THAT SUCH A MASSIVE
PERSONAL CUT IN INCOME TAX, WHILE POSSIBLY PRODUCING SOME MARGINAL
SAVINGS AS PREDICTED BY THE ADMINISTRATION, WILL BE ENORMOUSLY
INFLATIONARY AS ALL THAT MONEY IS PUT BACK INTO THE POCKETS OF
CONSUMERS.
-I-
I LIKE EXPERIMENTS AND LIKE TO SEE BOLD NEW PROGRAMS, BUT
I ALSO DO NOT WANT TO SEE INFLATION GETTING EVEN WORSE AS A
RESULT OF AN UNPROVEN EXPERIMENT.
THEREFORE, I BELIEVE WE SHOULD BE A .LITTLE MORE CAUTIOUS
ON THE PERSONAL INCOME TAX CUTS.
I THINK THE SIZE OF THE PERSONAL INCOME TAX CUTS SHOULD BE
PARED BACK SOMEWHAT AND THAT THE COMMITMENT SHOULD NOT BE FOR..AS
LONG A PERIOD AS THREE YEARS. THAT GIVES US SOME FLEXIBILITY IN
THE EVENT THE PROGRAM DOES NOT WORK. IF IT DOES WORK, OF COURSE
IT COULD BE EXTENDED FOR ANOTHER YEAR WITHOUT ANY PROBLEM, AS
I ASSUME.EVERYONE WOULD WANT TO DO.
AN ADDITIONAL BENEFIT FROM SUCH ACTION WOULD BE TO GIVE US
SOME EXTRA REVENUE TO DIRECT MORE SPECIFICALLY TOWARD REFORMS WHICH
ARE BADLY NEEDED IN OUR TAX STRUCTURE AND REFORMS WHICH WILL
ENCOURAGE CAPITAL FORMATION, SAVINGS AND INVESTMENT.
WHEN YOU SPEAK OF REFORMS, A COUPLE OF IMPORTANT ONES
IMMEDIATELY COME TO MIND. I AM CONVINCED THAT WE MUST CHANGE OUR
ESTATE TAX LAWS. THE FAMILY FARMER AND THE SMALL BUSINESSMAN ARE
BEING FORCED TO SELL HIS PROPERTY TO PAY ESTATE TAXES,
THAT IS JUST UNFAIR AND UNJUST. UNLESS WE GET THE MONEY
FROM SOMEWHERE, SUCH REFORMS WILL NOT BE POSSIBLE.
So I SUGGEST THAT WE PARE BACK A BIT ON THE PERSONAL INCOME
TAX CUT AND GIVE SOME MONEY TO ESTATE TAX REFORM
NEXT, I THINK THERE IS AN UNFAIRNESS IN OUR TAX SYSTEM WHEN
IT MAKES IT CHEAPER FOR TWO PEOPLE TO LIVE TOGETHER RATHER THAN
GET MARRIED. THIS IS THE SO-CALLED MARRIAGE TAX PENALTY, OUR
TAX SYSTEM SHOULD NOT DESTROY OUR VALUES,
I THINK WE COULD DO SOMETHING TO REDUCE THE TAX ON UNEARNED
INCOME. WE SHOULD LOWER IT SO THAT NO ONE IS TAXED OVER 50 PERCENTS
OTHER REFORMS SUCH AS REDUCTION OF CAPITAL GAINS TAX RATES,
IMPROVING CORPORATE TAX RATE STRUCTURES AND SIMPLIFYING ACCOUNTING
METHODS ARE ALL IMPORTANT REFORMS. BUT THE MONEY FOR THEM MUST
COME FROM SOMEWHERE AND THE BEST WAY IS TO REDUCE -SOMEWHAT THE
) PERSONAL INCOME TAX CUTS PROPOSED BY THE ADMINISTRATIONS
ANOTHER IMPORTANT POINT REMAINS WITH RESPECT TO TAXES AND THAT
IS THE CAPITAL COST RECOVERY PROPOSALS BY THE ADMINISTRATION, OR THE
SO-CALLED 10-5-3 PROPOSAL.
AGAIN, I BELIEVE THAT REFORM OF DEPRECIATION SYSTEMS IS
ESSENTIAL TO OUR BUSINESS COMMUNITY AND WILL HELP MAKE US MORE
PRODUCTIVE.
BUT I ALSO BELIEVE THAT THE TAX HAS TO BE FAIR AND NOT A
GIVEAWAY.
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I AM NOT CONVINCED THAT, FOR EXAMPLE, A HUGE PIPELINE COMPANY
SHOULD SUDDENLY BE ABLE TO WRITE-OFF AT THE TAXPAYERS' EXPENSE
THE COST OF ITS PIPELINES BUILT 10 YEARS AGO.
I THINK WE SHOULD TILT SOME OF THAT TO THE SMALL BUSINESS
COMMUNITY, THE FINANCE COMMITTEE LAST YEAR UNANIMOUSLY VOTED
FOR THE SO-CALLED 2-4-7-10 PROPOSAL, WHICH IN MY VIEW, IS MORE
EQUITABLE AND MORE TILTED TOWARD THE REALITIES FACED BY SMALL
BUSINESSES.
THIS YEAR I AM PROPOSING A SYSTEM WHICH WOULD ALLOW SUCH
ASSETS TO BE WRITTEN OFF IN THE FIRST YEAR WITH A CERTAIN
DISCOUNTING FOR DEPRECIATION. WE ARE LOOKING AT A NUMBER OF
PROPOSALS, AND I AM CONVINCED THAT SOMETHING WILL COME OF IT
ALL. I DO BELIEVE BUSINESSES SHOULD BE ENCOURAGED BY THE TAX
PROPOSALS WHICH ARE BEFORE US AND WHICH I AM SURE WILL ULTIMATELY
PASS THE CONGRESS.
TAXES ARE THE PROBLEM WE FACE NOW; WE RECENTLY FINISHED
REVIEWING THE ADMINISTRATION BUDGET AND I BELIEVE ON THE WHOLE,
A GOOD BUDGET WAS APPROVED. I BELIEVE WE COULD HAVE CUT A LITTLE
BIT MORE, AND IN FACT, I ATTEMPTED TO REDUCE THE BUDGET BY AN
ADDITIONAL $1.7 BILLION. OBVIOUSLY, WHEN ONE DEALS WITH SUCH
ENORMOUS FIGURES, THERE IS A GREAT DEAL OF HORSE TRADING AND
ATTEMPTS TO CUT OR INCREASE ONE PROGRAM OR ANOTHER. I DO THINK
THAT THE ADMINISTRATION'S PROPOSAL ASKED MONTANANS TO SHOULDER
A FAR GREATER SHARE OF THE SPENDING CUTS THAN CAN BE CONSIDERED
EQUITABLE.
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THIS COULD BE ATTRIBUTED TO OUR LARGE DISTANCES AND SPARSE
POPULATION, WHICH MAKEUS CAPTIVE TO CERTAIN NON-COMPETITIVE
FORCES. CUTS IN TRANSPORTATION ARE OBVIOUSLY CRITICALLY IMPORTANT
TO US, FOR EXAMPLE.
THERE IS ONE SIMPLE STATISTIC WHICH SHOWS THIS: THE
ADMINISTRATION'S CUTS COST $389 PER MONTANAN VERSUS $220 PER
OTHER AMERICANS. MONTANA LOSS PER CAPITA Is 79 PERCENT GREATER
THAN THE LOSS PER OTHER AMERICANS.
BUT ON THE WHOLE, I BELIEVE WE ARE MOVING IN THE RIGHT
DIRECTION. THE BUDGET HAS BEEN CUT DRASTICALLY. THAT IS A FIRST
STEP TOWARD BRINGING INFLATION UNDER CONTROL AND BRINGING OUR
INTEREST RATES DOWN AGAIN.
THOSE ARE CRITICALLY IMPORTANT ASPECTS OF OUR LIFE TODAY
AND WE MUST RESOLVE THEM.
IT WILL TAKE BELT-TIGHTENING ALL AROUND AND IT WILL NOT ALWAYS
BE EASY.
BUT WE MUST.STOP RELYING ON PAST PRACTICES TO CARRY US INTO
THE FUTURE.
WE HAVE TO BE FAIR. WE HAVE TO CUT GOVERNMENT REGULATIONS,
BUT WE MUST RECOGNIZE THAT MANY REGULATIONS ARE THERE FOR VERY
VALID PURPOSES.
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WE MUST CUT BUDGETS, BUT WE MUST RECOGNIZE THAT MANY BUDGET
ITEMS ARE ESSENTIAL TO OUR WELL BEING TODAY.
WE MUST CUT TAXES, BUT WE MUST MAKE SURE THAT WHEN WE CUT
THEM IT WILL INCREASE OUR PRODUCTIVITY.
WE MUST BECOME MORE PRODUCTIVE, BUT WE MUST NOT DESTROY OUR
VALUES.
THIS CONFERENCE IS A SMALL STEP IN THAT DIRECTION. I AM
PLEASED BY THE GREAT INTEREST SHOWN BY THE MONTANA BUSINESS
COMMUNITY. I HOPE MORE THAN ONE OF YOU FIND THAT SOMETHING HAS
BEEN OFFERED YOU AND THAT A NEW OPPORTUNITY EXISTS SOMEWHERE FOR
YOU TO EXPAND YOUR BUSINESS.
IF THAT HAPPENS, I THINK WE WILL HAVE BEEN SUCCESSFUL TODAY$
THANK YOU VERY MUCH.
